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Cooperatives  - 

Distinctive  Business 

Corporations 

A  Slide  Presentation  Script 


by  C.  H.  Kirkman,  Jr. 
Farmer  Cooperative  Service 

This  publication  tells  you  about  cooperatives  as 
distinctive  business  corporations  in  our  American 
private  enterprise  system.  It  also  gives  some  ad- 
vantages and  disadvantages  of  the  various  types  of 
business  firms  most  commonly  found  doing  business 
in  the  United  States. 

Persons  using  this  guide  for  studying  business 
organizations  or  for  an  illustrated  talk  may  wish  to 
modify  it  to  reflect  local  community  situations. 

This  publication  will  help  teachers,  extension 
agents,  and  others  explain  business  organizations  to 
youth  studying  this  subject.  The  story  it  tells  will 
be  more  effective  if  speakers  convert  the  written 
material  into  their  own  words. 

The  art  work  and  captions  used  throughout  the 
script  are  developed  as  a  slide  series.1 

While  this  material  is  for  use  by  two  youths,  it 
can  be  given  by  one  person,  by  a  teacher  in  a  class- 
room, or  by  a  leader  in  a  training  session. 

The  text  may  be  adapted  to  cooperative,  civic, 
church,  or  other  type  meetings.  It  assumes  that 
persons  giving  the  talk  or  training  will  have  visited 
different  kinds  of  business  firms  and  talked  with 


Thirty-five  millimeter  color  slides  for  use  in  presenting  this 
program  may  be  obtained  from  the  American  Institute  of  Co- 
operation. 1129  20th  Street.  N.  W..  Washincton.  D.  C.  20036. 
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managers  about  the  way  they  do  business.  Youth 
should  consult  with  teachers,  parents,  or  other  lead- 
ers who  can  help  with  visiting  plans. 

Some  questions  to  ask  during  the  visits  may  be: 

How  does  your  firm  serve  families  in  our  com- 
munity? 

Who  owns  this  business? 

Who  selected  you  as  manager? 

What  does  a  manager  do? 

Does  this  firm  have  directors?  If  so,  how  are 
they  selected? 

Does  it  have  stockholders?  Do  the  stockholders 
vote?    If  so,  how  do  they  vote  on  directors? 

From  what  types  of  business  firms  (individual, 
partnership,  or  corporation)  does  your  firm  buy 
supplies  or  secure  services? 

Who  buys  what  you  have  to  sell? 

Is  this  business  firm  a  member  of  any  cooperative 
corporation? 

How  are  profits  you  make  or  savings  you  realize 
divided? 

Under  what  laws  does  this  firm  operate? 

You  may,  of  course,  think  of  other  questions  you 
will  want  to  ask. 

When  the  speakers  or  instructors  have  become 
familiar  with  business  firms  in  their  area,  they  can 
incorporate  their  information  into  the  material  in 
this  publication. 

Many  instructors  like  to  use  a  boy-girl  team  for 
a  program  of  this  nature.  Where  the  names  of  Ken 
and  Betty  are  used  in  this  publication,  the  actual 
names  would  be  substituted. 
Suggested  Narration: 

Ken: 

My  name  is  Ken  Stone  and  my  teammate  is  Betty 
King.2 


2  Ken  Stone  and  Betty  King  are  fictitious  names.  Any  resem- 
blance to  persons  is  coincidental. 


We  are  from  the  (class,  club,  chapter,  association) 
(SLIDE  1) 
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Our  group  is  interested  in  the  ways  people  do 
business.  Our  families  buy,  sell,  trade,  borrow,  in- 
sure, or  conduct  other  business  transactions  with 
many  business  firms.  We  notice  some  of  these  firms 
with  one  man's  name  and  some  with  two  or  more 
names.    Others  have  long  names. 

(SLIDE  2) 


Many  business  firms  use  special  names  that  tell 
something  about  the  nature  of  their  business  oper- 
ation. Some  of  these  business  names  include  such 
words  as  "corporation,"  "company,"  "incorporated." 
Some  include  the  word  "cooperative." 

We  asked  our  teacher  (or  extension  leader  or 
other  adult  leader)  about  the  likenesses  and  dif- 
ferences between  types  of  business  firms.  He  en- 
couraged us  to  find  out  how  different  types  of  firms 
operate,  and  the  advantages  or  disadvantages  of 
each. 

Betty,  would  you  tell  how  we  secured  more  in- 
formation? 

Betty: 

(SLIDE  3) 


Each  member  in  our  class  told  about  a  business 
firm  with  which  he  or  she  was  acquainted.  Individ- 
ually we  talked  with  our  parents  and  our  neighbors 
and  asked  them  questions  about  the  business  firm 
where  they  worked. 

Some  worked  for  themselves.  Others  had  a  part- 
ner. Many  worked  for  a  big  store  or  plant  called  a 
corporation.    Several  parents   invested  money  in 


stock  in  a  corporation   to   make  money.    Others 
owned  an  interest  in  a  corporation  to  get  service. 
(SLIDE  4) 


Some  class  members  read  circulars  or  newspaper 
stories.  Our  teacher  (leader)  helped  us  to  get  other 
facts.  He  arranged  for  our  class  (club)  to  visit 
several  business  firms.  We  asked  the  managers  how 
they  were  run. 

We  want  to  tell  you  more  about  the  business 
firms  we  visited.  Ken,  would  you  tell  us  about  the 
persons  who  work  for  themselves? 

Ken: 


(SLIDE  5) 


People  who  work  for  themselves  are  individual 
businessmen.  They  own  their  own  business  oper- 
ation. These  operations  are  called  individually- 
owned  business  firms.  They  are  the  most  common 
type  of  business  operation.  Nearly  everyone  we  in- 
terviewed could  tell  us  about  stores,  service  sta- 
tions, sawmills,  restaurants,  and  other  business  firms 
owned  and  run  by  one  person. 

Most  farms  are  actually  individually  owned  and 
operated  business  firms. 

In  an  individually-owned  business  firm,  one  per- 
son is  the  owner.  He  puts  in  his  own  money  or 
what  he  has  borrowed.  He  makes  the  decisions. 
Often  he  does  a  large  part  or  all  the  work.  However, 
he  may  hire  others  to  help  him. 

(SLIDE  6) 
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greater  freedom 
/\/  profits  belong  to  owner 


Some  advantages  of  individually-owned  business 
firms  are: 

•  Greater  freedom  to  start  and  operate  as  the 
owner  wishes  because  he  makes  the  decisions. 

•  All  profits  belong  to  the  owner. 


(SLIDE  7) 
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Some  disadvantages  are: 

•  Sometimes  need  more  money  than  the  owner 
can  raise. 

•  Owner  takes  all  risks,  pays  all  losses,  and  as- 
sumes all  liabilities. 

•  Sometimes  difficult  to  find  someone  to  take 
over  when  the  owner  retires  or  dies. 

Betty,  tell  us  about  business  firms  operated  by 
two  or  more  people. 

Betty: 

(SLIDE  8) 


Business  firms  operated  by  two  or  more  people 
as  co-owners  are  called  partnerships.  Two  or  more 
people  become  partners  because  they  can  do  better 
by  working  together  than  one  could  do  working 
alone. 

Often  partners  put  together  equal  amounts  of 
capital  and  other  resources  to  expand  business  op- 
erations. Or  perhaps  one  partner  contributes  money 
while  the  second  partner  devotes  time  and  labor  to 
the  partnership.  Sometimes  an  individual  business- 
man is  getting  older  and  wants  to  be  less  active.  He 
may  take  as  partner  a  younger  man  eager  to  learn 
a  business  and  get  started  in  it.  Father-son  partner- 
ships in  farming  are  a  good  example  of  such  a  form 
of  business. 

Some  partnership  examples  we  found  included 
law  firms,  doctors  sharing  offices,  and  father  and 
son  arrangements.  Most  partnerships  have  written 
agreements  that  spell  out  just  what  each  partner 
does.  The  partnership  agreement,  whether  written 
or  oral,  also  tells  how  decisions  are  made  and  how 
profits  or  losses  are  divided. 

(SLIDE  9) 


keep  freedom 

get  new 
management  skills 

profits  belong 
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Some  advantages  of  partnerships  are: 

•  A  degree  of  freedom  is  maintained  while  in- 
creasing the  size  of  business  operation. 

•  New  management  skills  may  be  acquired. 

•  All  profits  belong  to  the  partner  owners. 

(SLIDE  10) 
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Some  disadvantages  are: 

•  If  one  partner  makes  a  mistake  that  costs  the 
business  money,  all  the  partners  lose. 

•  Each  partner  is  personally  responsible  for  all 
debts  of  the  partnership. 

•  When  one  partner  dies  or  retires,  or  a  new 
partner  wishes  to  buy  into  the  firm,  the  other 
partner  (s)  must  make  a  settlement  and  orga- 
nize a  new  partnership. 


Ken,  tell  us  about  business  firms  that  many  peo- 
ple may  own. 


Ken: 

(SLIDE  11) 
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When  a  group  of  people  is  given  the  right  by  law 
to  act  as  a  single  person,  the  group  is  called  a  cor- 
poration. In  effect,  this  makes  a  corporation  an 
artificial  person. 

We  found  two  kinds  of  business  corporations  .  .  . 
ordinary  corporations  and  cooperative  corporations. 
Both  kinds  of  corporations  have  many  traits  in  com- 
mon. 

We  learned  that  a  group  of  people  wishing  to 
form  a  corporation  must  secure  permission  from 
the  Government,  usually  the  State  Government. 
Evidence  of  this  permission  is  sometimes  called  a 
charter;  more  often  it  is  called  articles  of  incorpora- 
tion. It  states  in  broad  terms  the  objectives  for 
which  the  corporation  was  formed. 


(SLIDE  12) 


When  the  organizing  group  is  granted  a  charter 
it  is  said  to  be  incorporated.  At  this  point  the  orga- 
nizing owners  of  the  new  corporation  draw  up  a 
legal  document  called  bylaws.  The  bylaws  tell  how 
the  corporation  is  going  to  be  operated  to  achieve 
the  objectives  stated  in  the  charter  (articles  of  in- 
corporation). 

(SLIDE  13) 
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When  there  are  many  owners,  someone  must  be 
chosen  to  run  the  corporation.  The  many  owners 
select  a  smaller  number  of  people  called  a  board 
of  directors.  The  directors  decide  on  policy  to 
guide  the  corporation  in  achieving  its  objectives. 
The  directors  also  employ  a  manager  and  define 
his  duties. 

(SLIDE  14) 


The  manager  is  responsible  for  the  firm's  day-to- 
day operation  and  for  employing  others  he  needs 
to  help  him.  He  keeps  the  board  of  directors  in- 
formed about  the  corporation's  operations. 

Betty,  would  you  tell  us  about  the  advantages 
and  disadvantages  of  corporations? 

Betty: 

(SLIDE  15) 
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a/  many  owners- 
^       more  capital 

a/  unbroken  life 
limited  risk 


Corporation  advantages  include: 

•  Many  owners  make  it  possible  to  get  large 
sums  of  money  in  one  business  firm.  People 
put  money  into  a  corporation  by  buying 
shares  of  stock.  (These  stock  certificates  show 
ownership.)  Some  large  department  stores, 
chain  grocery  stores,  banks,  farm  supply 
stores,  or  other  well  known  business  firms  in 
the  community  may  have  thousands  of  owners. 

•  In  a  corporation,  business  transactions  are  not 
interrupted  with  changes  in  ownership  or  staff. 
This  is  called  unbroken  life.  You  will  recall 
an  individually-owned  or  partnership  business 
firm  has  to  be  settled,  closed,  or  started  anew 
with  any  change  of  ownership. 

•  Also,  if  an  incorporated  business  firm  fails, 
in  most  cases,  the  owners  lose  only  what  they 
put  into  the  corporation  when  they  bought 
stock.  This  is  called  limited  risk.  In  contrast, 
you  will  recall  that  owners  of  individually- 
owned  and  partnership  firms  are  individually 
responsible  for  any  and  all  debts  of  the  firm. 

(SLIDE  16) 
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Some  disadvantages  of  corporations: 

•  Stockholders  are  limited  in  decision  making. 
They  can  exercise  only  voting  rights.  Contrast 
this  situation  with  individual  and  partnership 
firms  where  the  owners  make  their  own  deci- 
sions concerning  operations. 

•  Legal  processes  involved  in  organizing  and 
operating  a  corporation  may  become  time  con- 
suming, expensive,  and  tedious. 

•  Stockholders,  customers,  or  member  patrons 
may  feel  corporate  services  become  impersonal 
as  the  organization  grows  in  size.  Merger,  affil- 
iation, or  centralization  of  two  or  more  corpo- 
rations may  remove  the  manager  so  far  from 
customers  or  members  that  they  may  never 
meet  him  personally.  You  will  remember  indi- 
vidual and  partnership  firms'  owners  often 
perform  much  of  the  service  themselves  where 
they  come  in  closer  contact  with  their 
customers. 

Ken,  what  are  the  features  of  an  ordinary  corpo- 
ration? 

Ken: 

(SLIDE  17) 
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People  invest  their  money  in  an  ordinary  corpo- 
ration to  make  a  profit  from  selling  goods  and  serv- 
ices to  other  people.  When  investors  buy  ordinary 
corporation  stock  they  are  called  stockholders. 

Any  profits  made  belong  to  the  stockholders  in 
proportion  to  the  shares  of  stock  they  own.  These 
profit  payments  are  called  dividends.  Normally 
stockholders  get  this  return  for  the  use  of  their 
money  without  having  to  do  anything  besides  buy 
the  stock. 

Stockholders  in  ordinary  corporations  may  have 
as  many  votes  as  they  own  shares  of  voting  stock. 
They  use  these  votes  to  elect  the  directors  at  the 
annual  stockholders'  meeting. 

Betty,  are  cooperative  corporations  like  ordinary 
corporations? 

Betty: 
(SLIDE  18) 
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Yes,  in  many  ways.  We  learned  that  a  cooperative 
corporation  is  like  an  ordinary  corporation  in  the 
advantages  it  has  over  individual  and  partnership 
firms.  A  large  number  of  people  may  join  together 
in  order  to  form  a  large  business.  A  cooperative 
corporation  can  keep  on  doing  business  while  the 
ownership  changes.  The  owners  usually  are  liable 
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only  for  debts  of  the  firm  up  to  the  amount  of  the 
money  they  have  invested. 

(SLIDE  19) 
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A  cooperative  corporation  also  gets  its  charter 
under  a  State  law.  However,  this  law  usually  is 
different  from  the  one  for  the  other  kind  of  corpo- 
ration, and  is  designed  specifically  for  cooperatives. 
Churches,  lodges,  colleges,  and  many  other  organi- 
zations are  also  corporations,  but  are  organized  for 
other  purposes,  not  to  conduct  business  activities. 

The  cooperative  corporation,  however,  has  certain 
distinctive  features.  Its  owners  not  only  invest  their 
money,  but  they  also  agree  to  use  the  cooperatives' 
services. 

(SLIDE  20) 
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Cooperative  owners  are  called  members,  member- 
patrons,  or  member-users.  They  may  use  their  co- 
operative to  sell  their  products;  to  obtain  their  sup- 
plies, such  as  feed,  fertilizer,  insecticides;  or  to  pro- 
vide needed  services. 

So  the  purpose  of  a  cooperative  corporation  is 
to  serve  the  member-users.  Usually  the  success  of 
a  cooperative  is  directly  related  to  the  amount  of 
business  it  does  for  members  or  the  services  it 
provides. 

(SLIDE  21) 


Ken,    this   distinctive    relationship    between    co- 
operatives and  their  members  is  associated  with 
three  widely  recognized  basic  cooperative  charac- 
teristics. Will  you  explain  the  first  one? 
Ken: 

(SLIDE  22) 
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The  first  characteristic  is  democratic  control — 
that  is,  control  by  the  members  using  the  coopera- 
tive corporation. 

Member-users  of  a  cooperative  corporation  in 
most  instances  have  one  vote  no  matter  how  much 
money  they  may  invest  in  stock  or  how  much  they 
may  patronize,  that  is,  use  the  organization. 

Sometimes  members  vote  according  to  how  much 
business  they  do  with  the  cooperative — by  hundred 
pounds  of  milk  or  cartons  of  fruit  marketed,  for 
example. 

They  vote  to  elect  the  board  of  directors  at  the 
annual  membership  meeting.  This  gives  members 
a  voice  in  controlling  the  business  firm  they  own 
and  use,  since  the  directors  represent  the  members. 
The  directors  decide  policy  and  hire  a  manager  as 
in  an  ordinary  corporation. 

Betty: 

(SLIDE  23) 
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The  second  distinguishing  cooperative  character- 
istic stresses  operation  at  cost.  Any  net  margin  made 
after  paying  expenses  belongs  to  the  members.  The 
cooperative  corporation  bylaws  usually  include  a 


provision  for  return  of  the  net  margin  to  its  member- 
users.  It  is  divided  among  the  member-users  accord- 
ing to  the  amount  of  business  each  does  with  his 
cooperative. 

When  the  net  margin  is  returned  to  member- 
users  it  is  known  as  a  patronage  refund. 

Ken: 

(SLIDE  24) 
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The  third  basic  cooperative  characteristic  relates 
to  limited  returns  on  money  members  invest  in  their 
cooperative. 

In  most  States  dividend  payments  members  may 
receive  for  capital  invested  in  their  cooperative  is 
limited  to  8  percent  or  less.  Restriction  on  invest- 
ment returns  discourages  persons  taking  advantage 
of  or  getting  control  of  cooperatives  for  their  own 
personal  gain.  Many  cooperatives  pay  no  interest 
on  member  capital. 
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These  three  basic  characteristics — democratic 
member-user  control,  operation  at  cost,  and  limited 
returns  on  invested  member  capital — distinguish 
cooperative  corporations  from  ordinary  corpora- 
tions. 

Betty: 

(SLIDE  26) 
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Cooperatives,  individuals,  partners 
and  ordinary  corporations  all  have 
an  important  role 


We  found  cooperative  business  corporations,  in- 
dividual business  firms,  partnerships,  and  ordinary 
corporations  all  have  an  important  role  in  our  mar- 
ket economy  to  produce  for  today's  volume  markets. 
Co-ops  help  find  better  markets  for  products  at  the 
best  possible  price  and  get  the  kind  and  quality  of 
supplies  and/or  services  needed  as  reasonably  as 
possible. 

People  in  nearly  all  fields  of  business  endeavor — 
electric,  farm  supply  and  marketing,  credit,  health, 
housing,  insurance,  irrigation,  crafts,  news  service, 
recreation,  automobile  safety,  telephone,  and  many 
others — organize  cooperatives  to  strengthen  their 
economic  position.  Many  times  employees  of  ordi- 
nary corporations  will  form  credit  units  fa  form  of 
cooperative)  to  serve  themselves. 

(SLIDE  27) 


The  cooperative  process  provides  the  farmer,  the 
small  and  large  businessman,  and  others  a  means 
of  preserving  independence. 
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Their  cooperatives  employ  highly  qualified  and 
experienced  people  for  the  many  technical  and  com- 
plex tasks  involved  in  marketing,  processing,  pur- 
chasing, and  transacting  other  business. 

(SLIDE  29) 
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As  the  cooperative  business  corporations  grow, 
employ  additional  help,  and  build  new  facilities, 
they  create  more  income. 


(SLIDE  30) 


Cooperatives  improve 
the  community 


This  added  income  expands  the  business  com- 
munity, improves  and  builds  homes,  and  supports 
and  maintains  community  affairs  and  projects. 


(SLIDE  31) 
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Cooperative  corporations  offer  the  opportunity 
for  members  and  their  communities  to  adjust  to 
changing  economic  and  social  conditions. 
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Ken: 
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We  learned  cooperatives  and  ordinary  business 
corporations  often  band  together  with  individually- 
owned  and  partnership  firms  to  promote  better  busi- 
ness methods,  exchange  ideas,  conduct  advertising 
campaigns,  and  help  one  another  in  other  ways. 

Cooperative  business  corporations  best  serve  by 
enabling  people  to  add  to  their  income,  reduce  ex- 
pense, or  get  better  service.  In  these  ways  coopera- 
tives actually  serve  the  entire  community — directly 
or  indirectly. 
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Farmer  Cooperative  Service  provides  research,  man- 
agement, and  educational  assistance  to  cooperatives 
to  strengthen  the  economic  position  of  farmers  and 
other  rural  residents.  It  works  directly  with  coopera- 
tive leaders  and  Federal  and  State  agencies  to  improve 
-organization,  leadership,  and  operation  of  cooper 
tives  and  to  give  guidance  to  further  development. 

The  Service  (1)  helps  farmers  and  other  rural  resi- 
dents obtain  supplies  and  services  at  lower  cost  and  to 
get  better  prices  for  products  they  sell;  (2)  advises 
rural  residents  on  developing  existing  resources 
through  cooperative  action  to  enhance  rural  living; 
(3)  helps  cooperatives  improve  services  and  operating 
efficiency;  (4)  informs  members,  directors,  employees, 
and  the  public  on  how  cooperatives  work  and  benefit 
their  members  and  their  communities;  and  (5)  en- 
courages international  cooperative  programs. 

The  Service  publishes  research  and  educational  mate- 
rials and  issues  News  for  Farmer  Cooperatives.  All 
programs  and  activities  are  conducted  on  a  nondis- 
criminatory basis,  without  regard  to  race,  creed,  color, 
sex,  or  national  origin. 
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